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Some Influences of Mergers on the Economic 
Situation 


By Tuomas W. Peck, Secretary 
Kalamazoo Vegetable Parchment Co. 


OX of the financial journals recently carried an editorial which bore a 
significant title—“The Urge to Merge.” Merging or consolidation of 

corporations has become such a commonplace event in these days that it no 

longer draws any particular interest when such an announcement is made. 

The degree to which businesses have come together is illustrated by the 
fact that of the first thousand companies listed in Poor’s Manual of Indus- 
tries, two hundre-| companies, or one out of every five, proved to be the re- 
sult of some forr «1 consolidation, amalgamation or merger. 

It was not so very long ago, indeed not more than two generations, when 
the larger part of the business of the country was conducted by privately 
owned or individually operated organizations, quite often without corporate 
form or management. The largest organization of two generations ago 
would be considered small today in the magnitude of its production or sales. 
It was not surprising therefore, that when the Standard Oil Company first 
entered the consolidation field the public at large not only stood aghast at the 
size of the organization, but they felt that in such a large combine lay ele- 
ments which might prove inimical to the public welfare. 

It is possible that the purpose back of that and similar consolidations 
was wholly selfish in character and looked only toward a control of the mar- 
ket or the fixing of prices. It is also possible that, if this potential control 
had not been to some extent curbed by legislation, such as was expressed by 
the Sherman Anti-Trust Act, the ultimate result would have been actual 
elimination of all sompetition. However, such legislation as was adopted at 
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that time placed this and similar organizations of that period in a position 
where they still retained many of the benefits of consolidation without losing 
to society the values which obtain through competition, and, as a result, in the 
same field paralleling the work of the Standard Oil Company, has sprung up 
a number of other large mergers of oil producing and distributing companies, 

During this entire period there has been working deep down at the heart 
of American business the idea of cooperation. At first, competitors met each 
other doubtfully on subjects of mutual interest and without a sound basis of 
confidence and trust, but the emergency brought about by intense foreign 
competition even before the war forced many of them to meet in conference 
and gradually to place before one another the facts surrounding their par- 
ticular businesses. The World War brought business men closer together 
than ever before. We talked, sang and breathed cooperation. Of course, 
there was nothing about this whole fact which bore the semblance of perfec. 
tion, but crude as it was, it became not only a catch phrase but a watchword 
with thousands of business men and manufacturers throughout the entire 
country. 

After the war and during the business disasters which followed, American 
business men were forced to put their heads together and reason among them- 
selves regarding the things in which they had much of mutual interest. We 
may safely say that one of the primary causes of our present-day urge to 
merge is the spirit of cooperation, which has come into commercial circles 
with acceleration during the past thirty years. 


Profit—the Base of All Commercial Activity 


But the spirit of cooperation alone, desirable as it may be, could not in 
itself have induced producing and distributing organizations to merge their 
interests were it not for the need of profit, which lies ultimately at the base 
of all commercial activity. If consolidation to produce satisfactory profits 
brought into being in the early days such large organizations as the Standard 
Oil Company and the United States Steel Corporation, certainly the condi- 
tions which prevailed in 1920 were sufficient to make many organizations 
think in terms of union with their competitors. 

Chief among the factors affecting business in 1920 were these, as pointed 
out by a writer in the magazine Business Machines: “The growth of mass 
production and mass distribution; a surplus of physical plant, of brick and 
mortar, of machines and equipment; the necessity of meeting competition of 
big business with adequate finances ; changed methods of distribution ; the de- 
velopment of advertising ; the complex character of business, making it dif- 
ficult for one or two men to be executives of a small company and effectively 
direct the highly specialized problems of production, sales, merchandising, 
styling, financing, advertising, etc. ; changes in the character of the consuming 
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public, calling for new styles and new things; the growth of installment 
selling with its requirements for adequate financial resources on the part of 
the seller.” All of these factors and more intertwined and became a part of 
the fabric of business. Merging or combining offers an apparent solution to 
many of these complex problems. 

There is still one further factor which it must be granted presents a deep 
underlying cause of our present-day trend toward large organizations or 
mergers, and that is an adequate supply of capital, amounting almost to a 
surplus. We of this nation have controlled the world’s gold. We have been 
rich beyond measure. Capital needs opportunity for investment—merging 
offers the opportunity. Much could be said on this particular point, but I 
can only dwell on it briefly in this connection as representing one of the 
primary causes back of the present tendency for producing and distributing 
corporations to merge their interests, efforts and organizations. 

Let us then grant that the three primary causes back of the present-day 
mergers are: first, the spirit of cooperation; second, the need of profit; and 
third, a surplus of capital. 

In every sphere of activity touched by the varied and manifold forces 
of nature, effect follows cause. We may, therefore, expect that this law will 
be at work in the economic sphere, influenced as it is not only by the elements 
of rain, wind, fire and tide, and by the gentle touch of growing life, but by 
the human thought and human hand of individual persons like you and me 
and more than all by the almost divine touch of the human mass—a com- 
posite of all life. 

There are many different kinds of mergers. They vary with the eco- 
nomic purposes of their existence. But, in a primary sense, we may say that 
there are only three kinds—those brought into being out of the spirit of co- 
operation, or the need of profit, or a surplus of investment capital, or by a 
combination of these three. The benefits to be expected from mergers, actu- 
ated by the spirit of cooperation, will be higher ethical standards in produc- 
tion and distribution; improved relationships between employer and em- 
ployee; improved articles for sale and improved service to the consuming 
public; improved profits arising out of lowered costs and controlled prices 
not running counter to the public welfare ; safe sources of investment for the 
investing public and investment-institutions ; and ample capital for all legiti- 
mate enterprise. 

Now, while it is true that a higher order of thinking has been ushered in 
during the past two generations, demonstrated by expressed codes of ethical 
business standards and a gro~ving confidence in the benefits of cooperation, 
unfortunately we can point to but few instances where the spirit of coopera- 
tion alone has brought men together before the economic urge of more satis- 
factory profits forced the issue. I believe, however, that we may safely say 
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that the ultimate economic good which will accrue to all concerned will vary 
directly with the degree to which unselfish motives have controlled the 
mergers. The picture of benefits just shown can be realized only as the 
“Spirit leads the way.” 

By far the largest contributing cause of the present-day mergers and 
the one having the most far-reaching economic effects is the need of main- 
taining a satisfactory profit. The fear of inadequate profit is no hocus with 
the average business man. He knows and the whole world knows that his 
existence cannot continue unless he can sell his product at a net profit over 
and above all the costs of production and distribution. We may talk of right 
industrial relations, of purchasing power, of manufacturing efficiency, of 
distribution, of sales programs, of cooperation and so on ad infinitum, but 
we must open and close every paragraph, every gesture, with the need of 
making money. It is as vicious a circle as Tony’s job. 

Somebody asked Tony what he was doing. He replied, “I digga de 
ditch.” They asked what he was digging the ditch for. He answered, “To 
makka de mon.” “But,” said they, “what are you going to do with the 
money?” His answer was, “To buya de spaghet.” “But what are you going 
to do with the spaghetti?’ “I eata de spaghet to makka de muscle.” “But 
what do you want to make muscle for?” they asked. “To digga de ditch,” 
said Tony. 

Well, what are the problems of money making which merging may affect 
beneficially to the result? In general, we may say that business organization 
is comprised of the following major groups: 

1. Producers of raw materials. 

2. Manufacturers and converters of raw materials into useful articles of 

merchandise. 

3. Distributing agencies, including wholesalers, retailers, etc. 

4. Public utilities, including power and light companies, railroads, tele- 

phone and telegraph companies, and amusement companies. 

Assuming that none of these enjoys government subsidy, each must in a 
competitive market carry on its operations by such methods as to satisfy the 
requirements of capital and labor on the one hand, and the wants of a fickle- 
minded consuming public on the other. 

Speaking broadly, the merging of producers of raw materials to solve 
the needs of better profits quite naturally associates itself with a control of 
the factors which affect selling price, such as the volume of production and 
inventories, while with manufacturers and converters the primary object 
must be to improve on the factors which affect the costs of production, par- 
ticularly overhead. Quite on the other hand, distributing agencies become 
interested in mergers primarily because of the benefits which may come from 
volume purchasing and sales. In the case of public utilities, having only 
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service to sell direct to a consuming public and around whom the public have 
placed much restricting legislation, it is quite possible that they combine prin- 
cipally to strengthen their hands with the ever-present problems of legislation 
and public good will. 


It is only fair to say that secondary causes are, perhaps, broader in their 
significance. Furthermore, it would be a fallacy to assume that any or all of 
these varied types of business do not, at some time, encounter each and every 
problem which may seem to be the particular problem of another. The pro- 
ducer of raw materials has a distributing problem, and so does the manufac- 
turer and converter. Likewise, the distributor often has a manufacturing 
problem, as in the case of large mail order houses and chain store organiza- 
tions. The classification which I have just made, therefore, may be some- 
what arbitrary, but, nevertheless, it seems to me quite necessary for a sound 
understanding of the problem at hand. 


To some of you the purposes may be considered uneconomic back of 
such mergers where a control of selling price is desirable, but I submit that 
when a producer of raw materials comes face to face with surplus stocks 
entirely disproportionate with demand, influencing prices downward below 
the cost of production, then concerted action offered by merging of interests 
is the only method, outside of depression and probable failure, by which 
equilibrium can be established. Moreover, it must be recalled that the cost 
of production in all such industries varies less directly with the volume of 
production than is the case with manufacturers and converters. 

There is no one who will argue that a decrease of the costs of production 
and distribution is not desirable except as it may affect wages. We can, of 
course, admit of no benefit as desirable which reacts unfavorably on any; 
otherwise it is only a temporizing influence bound to fail. Merging does offer 
the following means to a reduction in the costs of production: 

1. Consolidation of administrative overhead, with consequent reduction 

of personnel and payroll. This is desirable. 

2. Standardization of the product, eliminating unessential styles and 

kinds. 

3. Specialization of manufacturing units, with resulting increase in the 

frequency of similar operations and higher efficiency of employees. 


Furthermore, merging offers the following means to a reduction in dis- 
tribution costs : 


1. The coordination of advertising, with adequate policies to overcome 
any sales resistance. 

2. The elimination of unnecessary and doubtful overlapping of terri- 
tories, with a reduction of the costs of maintenance of such duplica- 
tions of selling forces. 
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3. Carload shipping to break-up points or the delivery of sales orders 
from closest points to destination. A good example of this is found 
in a recent chemical merger, with plants located throughout the entire 
country. 

4. Better service. In the old days the slogan was “The Public Be 
Damned” as compared with today’s slogan, “The Public Be Served.” 
The larger producer or distributor has an advantage over his smal] 
competitor in the quality of service he may render. He has adequate 
capital, well organized personnel, specialized management, research 
and experimental departments for the study of consumer problems 
and the perfection of new processes and new articles, all of which 
spell service to the consumer. 

Merging offers these possibilties and opportunities to business. 

The benefits which come from merging as it relates to the cultivation of 
public good will are beyond comprehension. Take, for example, the so-called 
power trusts, with their far-sighted programs reaching out to hearthside, 
school and legislature. If the public are blinded, they, at least, bear their 
cross with “light” hearts. But public utilities profit by consolidation in other 
ways. Let us mention these: 

Volume buying. 

Mobility of engineering forces. 

Better technical brains and facilities. 

. Flexibility of service to meet the needs of particular communities in 
times of stress. 

In addition, consolidation offers to public utilities all the advantages which it 

offers to producers of raw materials, and to manufacturers, particularly an 

elimination of the duplication of effort, of overhead and of overlapping mar- 

kets, with a subsequent saving in costs. 


hobo 


Four Examples of Mergers 


In the brief time allotted us for an analysis of this subject, we can go 
no further than to outline the results expected from mergers as a solution 
of the insistent problems of profit making. The field is full of examples 
which prove the contention that volume buying, mass production, and volume 
selling at least do offer the opportunity for effecting savings, which will ac- 
crue equally to stockholders, wage earners and the consuming public. Let 
us take four examples, one each from the fields of producers of raw ma- 
terials, manufacturing field, the field of public utilities and the distributors. 
Let us look for both good and bad, contributable to the merger or to large 
scale production and distribution. 

There is no better example in the producing field than the Standard 
Oil Company. What has it succeeded in doing to justify its existence? It 
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has eliminated much wasteful competition. Wherein does the public benefit 
by competition which: seeks only to destroy? Is not a stabilization of price 
by the laws of supply and demand to be preferred to price cutting which ulti- 
mately will eliminate the weakest competitor? Such competition was inevit- 
able under the old régime. I submit that the public welfare would be better 
served today if by a merger or agreement, all oil producing companies would 
cease their needless overlapping of market, and with proper legal safeguards 
against the dangers which attend monopoly, let supply and demand fix the 
price of oil. What benefits the average consumer to buy gas today at 16 
cents, tomorrow at 22, when Ig cents is the price that should prevail? 


Effect of the Merger on Labor 


We might discuss the result of this big merger on labor. I fear we 
should find that here, as in most other combines, while labor has fared as well 
and, perhaps, better than previously, inevitably there has been lacking that 
bond of understanding which, to a large degree, characterizes the relations of 
management and labor in smaller units. Absentee ownership is not neces- 
sarily associated with labor strife, however. A management schooled not in 
the false economic doctrine of profit at any price, but rather in the scientific 
handling of materials, and in a good understanding of men, has been made 
available to business by our engineering colleges and is, in many instances, 
solving the labor problem with intelligence. The Standard Oil Company is 
a good example of how wise labor policies and intelligent leadership must 
and does accompany all successful mergers. 


The “Ford” Establishment 


There is probably no better example in the manufacturing field than 
that of Henry Ford, dominating as he does the entire field of requirements 
for his own industry, from raw materials to the finished product. This is 
such a unique situation as to be unlike anything in all history. It would, un- 
doubtedly, be better to point to the example of the General Motors Corpora- 
tion as a type of merger having to deal with all the problems inherent in large 
scale production and absentee ownership. In my opinion, this corporation 
measures up well with the ideal. Higher ethical standards in production and 
distribution; improved relationships between employer and employee; im- 
proved product and service to the buying public; improved profits arising out 
of lower costs ; safe investment for capital. 

Turning now to the field of distribution, let us face the chain store 
problem. Here I know I tread on debatable ground. However, I can only 
express opinion based on my own theorizing and observation. It would be 
as foolish for me to argue that chain stores do not, to a large extent, offer a 
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satisfactory solution to the problem of distribution, as to argue that the 
Standard Oil Company has not, to a large extent, offered a satisfactory solu- 
tion of oil production and distribution. Much as we may revere the memo 

of many old time merchants, their permanent existence can be justified no 
more than the producer of horseshoe nails in a horseless age. We need have 
no fear of monopoly. The field is too large. Neither need we fear the de- 
struction of community life because of the passing of the home-owned store. 
It is argued that the profit which once accrued to the local grocer now accrues 
to every grocery user, and that the community as a unit retains a larger pro- 
portion of the value of the product than previously, through reduced family 
costs. It can also well be argued that therein rest great potential forces for 
the solution of our farm distribution problem. There is no gainsaying the 
point that these benefits have not been realized. It is possible that the great- 
est savings to date have come from the advantage produced by volume pur- 
chasing and through an elimination of collection costs and credit losses. | 
take the stand that this movement toward chain store distribution now under 
way is one of the steps in the evolution of business, and that, instead of going 
back, the next generation will go on with the idea, to the eventual profit and 
satisfaction of all concerned, and to the solution of more pressing problems of 
distribution which do now or may hereafter present themselves to society. 


Qualities Necessary for Success a 


That great dangers do exist in the present situation cannot be denied. 
As credit men, we all know the need of a close watching of the experiment, 
both as it relates to the contender and the defender. A chain store will not 
succeed merely because it is a member of a group contending. Neither will 
a home-owned store necessarily fail because it is waging a defensive warfare. 
Good business judgment, initiative, honesty, integrity, courage, vision, char- 
acter, credit and capital will always solve for themselves every problem, and 
there will always remain room for the business man having these qualifica- 
tions. There can be no place, even for the chain store operator, with all his 
advantage of volume purchasing and sales, who lacks these qualities, and 
who sees only in his job the possibility of making money out of a situation. 
He must build his foundation strongly if he expects to erect an organization 
sufficient to weather adverse conditions. 


An Example in the Utility Field 


The public utility field has no better example than the American Tele- 
phone and Telegraph Company. Amounting almost to a monopoly, never- 
theless, service is improved for the public, because this organization has 
learned that the better the service the greater will be its use, and consequently 
the greater will be the revenue. Intelligence marks every step in the 
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progress of this institution. It has been unusually successful in the cultiva- 
tion of public good will. 


There is still one factor remaining for discussion, and I will need to pass 
over it only by reference, and then draw a few deductions. One of the causes 
of our present-day impetus toward merging is the surplus of capital, seeking 
investment during this period. Mergers may be financed in many ways. One 
of the principal methods is this: the outright purchase of the assets of units 
composing the consolidating group by a newly organized company. The 
stockholders agree upon a value of their holding, turn in their old stock to 
the new corporation for cash or for securities in the newly formed organiza- 
tion. The new organization necessarily must put the assets of the units on its 
books at cost, which usually represents a value exceeding the previous value 
on the books of the unit companies. This excess value representing good 
will, or patent rights, or other intangibles, becomes an asset of questionable 
value, especially from a liquidating standpoint. If money were scarce, bank- 
ers would scrutinize such assets more carefully, but in times of prosperity 
and plenty, these values seem real and securities issued on them are accepted, 
which, under other circumstances, would, perhaps, encounter difficulties and 
objections. A sound bit of advice to credit men of this day would be to be- 
ware of overextension of credit to newly formed mergers, until the value of 
their securities has been determined and the soundness of their financial set-up 
proven. It is possible that many such organizations will prove but a Pan- 
dora’s box, and the benefits promised turn out to be but a nightmare of 
selfishness. 


Evolution of Business from Individual to Group 


It is undoubtedly true that I have presented a more favorable case for 
than against merging, but I hold the opinion that this is but one step 1n the 
evolution of business from the individual to the group. Ownership is passing 
from the individual to the corporation, yet the individual still furnishes the 
capital. Management is passing from the individual to the organization, but, 
nevertheless, the efficiency of the individual limits the group efficiency of the 
organization. Labor is passing from the individual to the machine, but every 
manufacturer knows that the efficiency of the machine is conditioned by the 
efficiency of the individual operators. 

It may be that the historian of a thousand years hence will look back on 
these days in which we live, and discover here the seeds just barely germinat- 
ing which find their full fruition in an ultimate society where self-interest 
finds its greatest profit in the good of all. 
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GENERAL MANAGEMENT 


Business—the Great Adventure? 


Don’t be deceived by the overworked 
executive who tells you what a burden he 
carries. He probably does work hard and 
lies awake many anxious nights, but he 
enjoys it. Many explanations are given 
for the apparently endless prosperity of 
these United States, but surely a principal 
cause is the fact that American business 
men bring to their work an enthusiasm 
and interest which are not caused or 
measured entirely by profits. Men are 
bringing to business some of the qualities 
which actuate the explorer, scientist, artist. 
It is no longer a mere figure cf speech to 
call business a profession. Its ethical stand- 
ards are higher, its knowledge broader, 
and its problems appeal to the profes- 
sional mind. By Ernest Elmo Calkins. 
The Magazine of Business, December, 1928, 
p. 649 :4. 


Profits on Paper 


It is nonsense to talk about machinery 
making robots of men and destroying 
creative ability. The artisans of yester- 
day nearly always followed the designs 
created by master workmen, but at the 
present time in America there is no re- 
striction on artistic designing. We have 
merely transferred the craftsman from 
the shop to the laboratory, where he is 
doing a better job and exercising a wider 
influence than ever before. It is our 
scientists and engineers with their mechan- 
ical devices who will be compelled to save 
us from the consequences of the orgy of 








gambling that now threatens to engulf the 
nation. In a period like the present it is 
management that will be required to pro- 
duce returns to justify the high values 
placed on hundreds of listed securities, 
There is a wide difference between profits 
on paper and those in the bank, between 
wealth created by inflation and that which 
is directly productive. By Floyd W. Par- 
sons. Advertising & Selling, November 
28, 1928, p. 3:3. 


Self-Rule of Industry a Delusion 


The difficulty today is that production is 
more rapidly and fully financed than con- 
sumption, and you cannot meet this diffi- 
culty by any further financing or reorgan- 
ization of production which increases the 
purchasing power of the ‘~vestor’s dollar 
and decreases that of the consumer. In 
the long run such an effort must defeat 
itself not only because a restriction of pro- 
duction involves a restriction of consumer 
purchasing power, but because the rela- 
tively high and protected returns to capital 
under such a system are bound to invite 
over-investment and increased competition, 
leading in turn to execssive production and 
falling prices under which the whole sys- 
tem will break down unless the Government 
or some outside authority steps in to con- 
trol. 


The solution of the problem of balanc- 
ing production and consumption can be 
most hopefully sought, not in any general 
reorganization and limitation of produc- 
tion, but in the field of financial and bank- 
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ing policy, which is the fundamental and 
universal factor underlying the whole eco- 
nomic situation because of its profound 
influence on the expansion, contraction and 
distribution of consumer purchasing power. 
In other words, from this point of view 
the evils of overproduction are essentially 
evils of under-consumption and they must 
be attacked not on the side of production 
so much as on the side of consumption. We 
are coming more clearly to realize that, 
contrary to the views of traditional eco- 
nomic theory, general over-production as 
well as over-production in special fields is 
not only possible but is inevitable so long 
as our banking credit and monetary poli- 
cies do not permit us to utilize our credit 
resources to finance consumer purchasing 
power as rapidly as we finance our pro- 
ductive power. By Virgil Jordan. The 
Iron Age, Nov. 29, 1928, p. 1351. 


When Added Production- Threatens 
Profit 


There are times when the added produc- 
tion attained through heightened efficiency 
in manufacturing may actually represent a 


burden which eats up the profits that result 
from normal sales. The story is told of 
one company that found selling expense so 
high on the added cutput that the company 
actually suffered a net loss from an alleged 
saving in the factory. By Carle M. Bige- 
low. Sales Management & Advertisers’ 
Weekly, Nov. 3, 1928, p. 285 :2. 


Warns Against Mania for Mergers 


A record of 35 mergers, each of not less 
than five companies, whose promoters pre- 
dicted 245 per cent increase in profits within 
five years, shows that profits over a ten 
year period have been 18 per cent less than 
they would have been had the companies 
operated independently. Disadvantages of 
mergers are: less distinctive service to 
customers, loss of business due to two 
formerly competing trade marks, loss of 
business due to concentrating on one 
specific product, difficulty of securing exec- 


utives to handle enlarged problems inci- 
dent to merger, jealousy between employees 
of formerly competing firms. Address be- 
fore Illinois Manufacturers’ Cost Asso- 
ciation. By J. O. McKinsey. Iron Age, 
Nov. 29, 1928, p. 1381. 


Are You Ready for Next Year? 

Secretary Mellon says that in 1927 
51,286 manufacturing companies reported 
net income but that 37,326 manufacturing 
companies reported no net income. That 
the margin of profit really is narrowing 
is evident from a glance at N. I. C. B. 
figures: 73.7c. was the manufacturing cost 
of a dollar of goods sold in 1922, and this 
cost has increased until in 1925 the cost of 
a dollar of goods was 78c. In 1929, which 
bids fair to be even more prosperous and 
more competitive, the margin between 
sales and cost of goods sold will be nar- 
rower than ever. Here again is evidence 
of the need for management vigilance. By 


Chapin Hoskins, Jndustrial Executive, 
Dec. 1928, p. 151:1. 


Predicts Further Changes in Industry 


One of the partners of Spencer Trask 
& Co. in an address before the Associated 
Business Publishers predicted the follow- 
ing change in industry: 

1. Great reductions in all kinds of costs 
will expand markets. 


2. Business will be simplified in many 
respects. Outworn trade customs of many 
kinds will be discarded. 

3. Channels of distribution will be 
cleared of needless obstructions. New 
methods of selling will be devised. Per- 
haps the slot machine idea will be highly 
developed and used in many lines of retail- 
ing. Selling costs will be greatly reduced 
by more intensive use of salespeople and 
by more effective advertising. 

4. Discoveries in pure science will re- 
duce the present markets for certain goods 
and open markets for new goods. Con- 
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sumers will discard many of their present 
wants and develop new ones. 

5. Art will increasingly enter into 
goods. 


6. It is even possible that uneconomic 
costly competition will come to be frowned 
on instead of encouraged by the law. 


The speed with which business will 
progress and general prosperity increase 
will depend to a large extent upon the 
ability of the business man to foresee these 
changes and adapt himself to them. By 
William R. Basset. Jron Age, Nov. 29, 
1928, p. 1368. 


Wr'iat About This Merger Business? 


Everyone knows that a profound and 
fundamental change is taking place in the 
organization and ownership of business. 
Evidence that we are in the most exten- 
sive movement toward consolidation and 
combination is recorded almost daily in 
the newspapers. There are two basic ex- 
planations of this merger trend. They 
are first, a mass market and, second, a 
machine age. 


The tremendous expansion of wealth 
and of industrial activity during the past 


fifty years explains the growth of big 
business. he development of a mass mar- 
ket has invited mass production, national 
distribution. Mass _ production invites 
mergers. 


Mass production, of course, demands ma- 
chinery. Machinery demands heavy capital 
investment. This explains the ordinary 
horizontal combination, that is, the merger 
of like with like, but there are many other 
kinds of consolidations today. There are 
distribution mergers aimed at more efficient 
control of distribution. There is mass 
retailing, as evidenced by the chain stores. 

Mass production and mass marketing 
may lead to practices that will destroy the 
economies of large-scale operations. The 
organization may become top heavy. Pro- 
duction may outdistance the expansion in 
consumption. The stimulating effects of 
competition are not to be minimized. 
Mergers are justified only if they are able 
to give the public a better product of 
service, or the same product or service at 
lower prices. The mere making of money 
for the consolidated organization is not 
adequate justification for its existence. By 
C. W. Steffler. Commerce and Finance, 
December 12, 1928, p. 2637 :2. 


FINANCIAL MANAGEMENT 


Deyreciation Allowances 
The information relative to depreciation 
policies which becomes available to the se- 
curity owners of American industry is in- 
adequate. 


Any security owner should at any time 
be able to obtain from the corporation in 
which he is financially interested a complete 
record of depreciation charges over a period 
of time. Without such data his decision as 
to whether he should hold his securities, 
sell them or buy more of them, is to a cer- 
tain extent predicated upon sheer guess at 
best. 

The adoption of at least something ap- 
proaching standardized practices, policies 


and conceptions relative to the depreciation 
account is, for the time being at least, in- 
dustry’s problem rather than security own- 
ers. Some progress along this line has 
already been made. That much still re- 
mains to be done is demonstrated by the 
data included in this analysis. American 
Machinist, Nov. 1, 1928, p. 682:3. 


The Trend of Profits in 1928 
Profits of general business corporations 
for the first nine months of 1928, owing 
to large gains made in the second and 


third quarters, are considerably larger than 
in the first nine months of 1927. For the 
first six months of 1928 a summary of 
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the earnings statements of 341 companies 
showed a gain of 8 per cent over the corre- 
sponding period in 1927. 

The statements of 229 corporations re- 
porting thus far for the nine months dis- 
close a gain of 21 per cent over the corre- 
sponding nine months of 1927. Of these 
companies 162 have reported larger incomes 
than for the first nine months of 1927, 
while 67 have reported smaller earnings. 
Large gains were made in the copper, 
motor, motor equipment, petroleum and 
retail chain-store groups, while moderate 
gains were made in the chemical, iron and 
steel, and machinery and machine tool 
groups. Although the number of returns 
in the agricultural machinery, electrical 
manufacturing, leather, paper, rayon, silk 
and wearing apparel groups is small, siz- 
able gains are also indicated for the com- 
panies reporting in these industries. In 
the aggregate of profits of all groups re- 
porting, a remarkable gain was made in 
the third quarter. The reports of 218 com- 
panies now available indicate a gain of 38 
per cent in profits over the third quarter of 
1927. The article includes tables which 
summarize the changes in the third quar- 
ter. Commerce Monthly, December, 1928, 
p. 29:6. 


The New Public Ownership 
The present widespread public partici- 
pation in the industrial life of the nation 
through stock ownership may well be re- 
garded as an outstanding economic phe- 
nomenon of the times. It has well been 


termed a “silent economic revolution.” In 
remote village and country town, as well 
as in metropolis, people are buying equi- 
ties in “big business”—in that very insti- 
tution, only grown now to somewhat larger 
stature, to which but a few years ago doubt- 
less many of them were sincerely though 
mistakenly opposed. 

While it is true, of course, that the 
average investor’s policy of diversifying his 
commitments results in his being recorded 
as a stockholder in perhaps several com- 


panies at once, the fact remains that the 
actual number of investors is greater today 
than at any other time in the country’s 
history. 

Investor-voters are not likely to jeopar- 
dize their legitimate pocket interests by 
casting ballots for experiments in “state 
socialism,” when the new public owner- 
ship—which is private ownership at its 
best—has so clearly demonstrated its su- 
periority. Barron’s, December 3, 1928, p. 
12:1. 


Cost Cutting Through the Budget 


The Comptroller of the Newport Rolling 
Mill Company tells how foremen aid in re- 
ducing labor, material and overhead costs 
from 7 to 12 per cent below budget figures 
by improving the operating efficiencies of 
their departments. By Herbert W. Boal. 
Manufacturing Industries, Nov., 1928, p. 
531 :4. 


Depreciation as It Affects Costs 

A discussion of several of the important 
depreciation factors that have a considerable 
bearing upon the financial and profit and 
loss figures resulting from the operation of 
a machine tool factory or any other plant 
of similar nature and manufacturing similar 
products. The establishment of a method 
of setting aside as a replacement fund an 
amount of cash or negotiable investments 
equal to the monthly or periodic charge-off 
for depreciation would certainly maintain 
the reserve in a form that could be dis- 
bursed for the actual replacement of the 
plant assets when the time came for such 
replacements. By Thomas B. Frank. 
American Machinist, Nov. 22, 1928, p. 
789 :3, 


The Crisis of the Dawes Plan 


Today, after four years of operation, the 
Dawes plan has reached an apparent crisis, 
and there is much anxious questioning 
among the nations which are parties thereto 
as to whether to continue the plan with 
modifications, or to substitute an entirely 
new arrangement. This crisis, in the last 
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analysis, has arisen more from political 
causes than from economic, though super- 
ficially the contrary seems true. If Ger- 
many cannot benefit by a reasonably large 
reduction in the amount of the annuity to 
be paid by her, she will not consent to any 
alteration of or substitution for the Dawes 
plan, if for no other reason than that she 
would, in that case, almost certainly be 
called upon to give up the protection to the 
stability of her currency, which that plan 
assures her. 

The question of a modification of the 
Dawes plan seems to have been forced to 
the fore prematurely by the exigencies of 
German interior politics. It will probably 
require a new generation of leaders on 
both sides before the time will be ripe from 
a psychological viewpoint for the working 
out of a solution of the intricate repara- 
tions problem. However, the approaching 
conference will do some good in that it will 
familiarize the people of the interested 
countries with the fact that a satisfactory 
solution can only be reached through co- 
operation. That it may be another five 
or ten years before a complete settlement 
can be arrived at appears very probable, 
and it is equally probable that such a settle- 
ment is impossible to reach at the present 
moment. By Anthony Arnoux. Barron’s, 
December 17, 1928, p. 5:1. 


Valuation of Investment Securities 

The general method presented in this 
article affords a logical basis for separa- 
tion of investment income from increases 
and decreases of the principal tied up in 
the investment. It rests the determination 
of income from the investment squarely 
upon an accounting basis in the books of 
the company whose stock is in question. In 
doing so it becomes subject to the criticism 
that the income of an enterprise owning 
investments in stocks becomes dependent 
in part upon other accounting systems as 
well as its own. Admitting the pertinence 
of this criticism it is hardly conclusive. 
The criticism does not justify use of an 
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even less desirable method. 
are not properly kept the remedy for that 
deplorable situation is not less dependent 
upon accounts but upon a higher standard 
of practice. By D. R. Scott. The Accoyn- 
ing Review, December, 1928, p. 375:8, 


If accounts 


Differential Costs 

Differential costs may be defined as the 
costs which must be incurred if an addi- 
tional unit of business activity is under- 
taken, and which need not be incurred if 
this additional unit of business is not under- 
taken. All other costs may be designated 
as residual costs, from the standpoint of 
that particular portion of output or group 
of operations, the differential cost of which 
is being calculated. There are some busi- 
nesses in which average costs increase as 
total output increases, and also for which 
differential cost of additional output  in- 
creases more rapidly than the average cost. 
In other businesses average costs decrease 
as total output increases, and differential 
cost of additional output decreases more 
rapidly than the average cost. From the 
standpoint of business decisions, then, dif- 
ferential cost is the only concept of cost 
which can properly enter into the establish- 
ment of a policy. Average costs may be 
important as a basis for comparing past 
operations with a given standard; but they 
have no necessary relation to the costs yet 
to be incurred, which are, of course, the 
ones most important in the making of any 
given business decision. The influence of 
differential costs is continually discussed in 
the writings of economists and is implicit 
in the actions of business men, but ac- 
countants have said little or nothing about 
it. 

Whether or not differential costs can be 
given explicit recognition in the double- 
entry records is a matter which may well 
engage the attention of practical cost ac- 
countants. Differential analysis of the 
costs of an enterprise requires carefully 
applied statistical and engineering technique. 
It involves a study of the costs of an enter- 
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prise when operating at different rates of 
output, and when different commodities or 
services are being produced in differ2nt 
proportions. This sort of data does not 
lend itself to the technique of double-entry 
classification or to the present methods of 
apportioning costs as “direct” and “in- 
direct.’ Nevertheless it is the basic infor- 
mation which underlies business planning 
and which must be considered in establish- 
ing a program of budgetary control. If the 
purpose of cost-determination is—as is 
often asserted—to provide data for business 
decisions, should not  differential-cost 
determination be a “problem in account- 
ing’? By C. Rufus Rorem. The Account- 
ing Review, December, 1928, p. 333 :9. 


Inventory Planning, Taking and 
Valuation 


Inventory taking is probably the most im- 
portant single transaction occurring within 
any fiscal period. In the first place, the 
inventory is often the very back log of the 
company’s condition as to solvency—as to 
its debt-paying ability. Again, it is the 
greatest single factor affecting profits. 
Taking the inventory and valuing it are 


OFFICE MANAGEMENT 


Space: 


Low Cost of Conditioning 
The American Trust Company of San 


Francisco has been operating its own 


garage successfully for the last three years. 
This means a considerable saving in the 
cost of maintaining its fleet of thirty-one 
cars. Each of the cars receives regular 
inspection at least twice a week, the minor 
repairs being made as needed. A careful 
system of checking up on cars in storage 
has been developed, chiefly to prevent use 
of cars for other than bank service. Each 
morning the garage attendant checks up on 
cars that remained out during the night or 
over Sunday. A list of the missing cars is 


thus operations not to be taken lightly. The 
problems arising in connection with the 
inventory in different plants are numerous 
and usually difficult of entirely satisfactory 
solution. This publication presents a brief 
summary of the methods to be used and 
the problems met and their solution. 


When going inventories are kept by 
means of perpetual inventory records, there 
are naturally adjustments which must be 
made at the close of the year due to varia- 
tions in quantities and to changes in price 
units of commodities. The general manager 
will be inclined to criticise the cost depart- 
ment when the annual inventory falls short 
of the book inventory. From a practical 
cost finding standpoint, therefore, it is best 
to err, if at all, on the side of conservatism, 
so that the profits as determined monthly 
throughout the year will not be overstated 
when compared with the results determined 
on completion of the annual inventory. 
The growing practice of creating and 
carrying inventory reserves in anticipation 
of inevitable inventory shortages is recom- 
mended. By W. D. Bonthron, N. A. C. A. 
Bulletin, Vol. X, No. 7, Section 1, De- 
cember 1, 1928, p. 413:18. 


Location, Equipment, Arrangement 


then submitted to the cashier for his in- 
vestigation. A card system is used in order 
to make sure that the cars belonging to the 
various departments are used by the prop- 
erly designated persons. By J. K. Novins. 
The Burroughs Clearing House, December, 
1928, p. 17:2. 


Reducing Office Overhead 
An investigation of the efficiency of the 
equipment in a certain office made for a 
large automotive concern brought out 
some startling figures. The preliminary 
survey showed an excess of equipment. 


However, the report brought about some 
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radical changes and was the cause of a 
set of questions each of which had to be 
answered logically before new equipment 
was purchased. Some of these are: 

1. Why is this equipment needed and 
what purpose will it serve? 


2. Can a change in procedure of work 
be made which would take care of the duties 
this equipment would perform? 

3. Have you questioned other depart- 
ment heads to determine if there already 
exists similar equipment not in use which 
could be used? 

4. Could this equipment be made by the 
firm? 

5. To what will the cost be charged, and 
how will it be distributed? 


6. Is special work essential to install 
this equipment, and will a special operator 
be required for its operation? 

7. Can the work which this equipment 
will do be distributed among other depart- 
ments without creating confusion? By 
B. C. Reber. The Office Economist, De- 
cember, 1928, p. 7:2. 


Crganization: 


How We Reorganized An Old Business 

This is the inside story of how a famous 
old English firm “put its house in order,” 
by a complete re-planning of its managerial 
organization. All the difficulties are ad- 
mitted and the plans by which they were 
overcome are fully described—so that the 
scheme offers suggestions to the directors 
of old concerns, small and large, who wish 
to organize on modern lines. Two charts 
accompany the article, one showing the 
system of grouping duties before the re- 
Organization, the other showing the sys- 
tem after re-organization. 

The main difficulty was found to be that 
each director had too many subordinates 
reporting to him, many of them were really 
minor executives and should have been re- 
porting as sub-executives to some execu- 
tive of lower rank than director. In the 


Putting Romance in the Business Office 


The office of the Pacific Mill and Mine 
Supply Company of San Francisco, an old 
murky building on Howard Street, in the 
heart of the wholesale district, is now a 
shrine of beauty—an office that is different. 
The series of executive offices of the com- 
pany are each housed in separate Spanish 
bungalows. These are separated by two 
aisles which resemble streets in a Spanish 
village. The office employees have actually 
improved in working efficiency, as a direct 
result of the surroundings. The tired feel- 
ing is quickly dissipated when the office 
assistant gazes up from the typewriter to 
behold attractive pastoral scenes painted on 
the walls, and the sight of rolling clouds 
on the ceiling also has a soothing effect 
on the nerves. The expense of creating the 
decorations has been little more than that 
of installing ordinary partitions. The 
amount of advertising the office arrange- 
ment has resulted in has more than made 
up for the extra expense. By J. K. Novins. 
The Office Economist, November, 1928 
p. 7:2. 


Job Anaiysis, Employment, Pay, Tests 


reorganization which extended over a num- 
ber of years, an effort was made to have 
all departments belonging to one function 
report to one man. Since there were seven 
directors and ten functions, certain direc- 
tors had to control more than one function; 
in such cases the functions were so far as 
possible similar in character and demanded 
skill of the same sort. A new grade of 
manager was introduced into the enterprise 
between the department managers and the 
directors, in order to relieve the directors 
of the detail of looking after too many 
subordinates and in order that understudies 
might be trained; these new managers were 
again in control of a single function. The 
directors, thus relieved of much of the 
pressure of day by day administration, have 
been able to devote an increasing propor- 
tion of their time to the wider problems of 
the enterprise, with the result of an in- 
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crease in the number of factories and in the 
profits of the firm. By Lyndall Urwick. 
Business, November, 1928, p. 255:6. 


Extra Incentive Compensation Plans 
for Office Employees 


One of the greatest impediments to the 
introduction of extra incentive wage plans 
for office employees has been the difficulty 
of obtaining a satisfactory unit of meas- 
urement upon which to base any plan. A 


ground work can best be built by means of 


a job analysis plan, leading to position 


classification and salary standardization. 


Whatever method of conducting the job 
analysis is used it must be remembered 
that it is the position itself which is being 
analyzed and not the incumbent of the po- 
sition. Following this, the analyist should 
develop the facts thus obtained into stand- 
ards known as position specifications. With 
a detailed description of each position on 
hand, the next step involves the classifica- 
tion of the several positions into definite 
grades according to the several classes of 
work performed, and according to the 
education and previous training that the 
successful performance of the position de- 
mands of the employee. An equitable sal- 
ary rating must then be established for 
each grade in the position classification 
plan thus set up. In establishing salary 
rates there is an advantage in setting a 
minimum and a maximum rate for each 
grade. 


Both piece rate plans and bonus schedules 
1ay be used to supplement the base rates, 
although for office employees there is a 
distinct tendency towards the latter. Re- 
port of Subcommittee on Office Person- 
nel of the American Gas Association, Inc. 
J. L. Conover, Chairman. 16 pages. 


The Development of Employees 


The advantages of conscious and well 
planned training over learning a job by 
‘aphazard absorption. Training on the 
job is easily accomplished if the work is 


broken down into its component parts by 
means of a statement of the job duties 
which are then analyzed. After training 
clerks to file cards accordingto exact in- 
structions, the increase in number of cards 
filed was 300 per cent. Training is an 
effective part of a personnel program 
which also includes proper selection of 
those to be trained, placement of those 
selected in work for which they are best 
fitted, development of an equitable method 
of compensating the workers according to 
the relative value of the work performed, 
with proper incentives to encourage maxi- 
mum production, and the provision of the 
best possible working conditions. By H. 
C. Pennicke. N. A. O. M. Bulletin, No- 
vember, 1928, p. 4:3. 


The Effects of Continuous Work Upon 
Output and Feelings 


During an investigation of the effects of 
continuous physical and mental work a 


series of reports was obtained from sub- 
jects doing mental work in regard to their 


feelings. The results of the study were: 
1. When the records of a number of sub- 
jects are averaged there appears to be no 
positive relationship between changes in 
output of work in a variety of activities 
and changes in the feelings. 2. When the 
individual cases are examined there is at 
least the suggestion that those who show 
the greatest falling off in output also show 
the greatest change in the feelings, and 
those who show the least falling off in out- 
put also show the least change in the feel- 
ings. By A. T. Poffenberger. Journal of 
Applied Psychology, October, 1928, p. 459 :9. 


Practical Cooperation Between Training 
Schools and Office Executives 


A plea for vocational guidance in the 
schools so as to obviate teaching juniors 
to do work for which they are not fitted. 
Schools should use extreme care in assign- 
ing a stenographic career to someone who 
holds no promise of making a_ success. 
Students should be trained to recognize 
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authority in business and be able to accept 
criticism and suggestions for their im- 
provement. Occasional conferences be- 
tween commercial teachers and executives 


with regard to preparation for inducting 
students into business would be mutually 
helpful. By Maurice Block. N. A. O. M. 
Bulletin, November, 1928, p. 7:3. 


Benefit Systems and Incentives: Pensions, Profit-Sharing, Suggestions, 


Vacations, Stock Ownership 


Are Christmas Gifts to Employees 
Profitable? 

Around Christmas time every year many 
stories appear in newspapers about the giv- 
ing of large bonuses by certain institutions 
to their employees. As a rule such bonuses 
are simply superimposed upon existing in- 


equalities of remuneration and tend to ac- 
centuate rather than ameliorate an unsound 
salary situation. If workers are paid ina 
scientific way, there will be none of these 
spectacular splurges in giving. Jobs should 
be correctly analyzed and the workers paid 
proper wages all through the year. Net 
Results, December, 1928. 


Administration: Regulations, Supplies, Communications 


An Employees’ Handbook As a Morale 
Builder 

The Metropolitan Building Company of 
Seattle finds a scientifically designed hand- 
book for employees creates goodwill among 
the men and women who produce for the 
organization. It is not a book of “Don'ts” 
but a friendly selling gesture held out to 
him at the psychological moment, that is, 
when he is new to the organization. Its 
attractive and well designed cover tends 
to have the book kept for reference and 
re-reading. The second important step is 
the foreword, the purpuse of which is to 
make the employee feel that he is joining 


Training and Education: Schools, 


Informal Make 


Letter Conferences 
Better Letter Writers 

The New York Edison Company held its 
first letter-writing conference in 1927. 
Formal instruction was no part of the plan, 
and there is no schoolroom atmosphere at 
the conferences. The 120 dictators of 
correspondence are divided into groups ac- 
cording to the work they are doing. Let- 
ters which have been actually sent to cus- 
tomers are analyzed at the conferences, each 
letter being discussed as to content, choice 


a family, rather than becoming a cog ina 
machine. Part One is entitled “Special 
Instructions and Regulations”; Part Two 
covers health and safety; “Insurance” is 
the caption of Part Three and Part Four 
treats of the company’s educational work. 
“Recreation” is given special emphasis in 
Part Five and Part Six is given over toa 
brief history of the company, and a snap. 
shot picture of what it does, in the belief 
that facts about the business will give the 
employee a feeling of confidence in the 
stability of his company. By Greta E. 
Mather. The Office Economist, December, 
1928, p. 5:3. 


Libraries, Employee Publications 


of words, and the success with which it in- 
terprets company policies. Because the 
time allotted for each individual confer- 
ence is limited to about an hour and a quar- 
ter not every letter can be discussed, and 
those are read by the leader of the group 
who returns them with his criticism. Be- 
sides the conferences, dictators also re- 
ceive a “Better Letter Bulletin” in which 
everything from grammatical mistakes to 
questions of policy are taken up. 


All of the stenographic force of the com- 
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mercial department must at some time or 
other attend the company school. Classes 
are held during company time and the 
courses for which an employee is enrolled 
depend upon his position as well as on his 
knowledge and ability. Printer’s Ink, No- 
vember 29, 1928, p. 73:2. 


The True Education As It Is Seen by 
Lowell 


In a certain large company the college 
men were graded for the periods they had 
been employed, and these figures were com- 
pared with the rank they had obtained 


while in college. It was found that for the 
first five years there was little difference, 
but from that time on the better students in 
college got larger salaries. It was found 


that the men who had been in the first third 
of their class in college were earning larger 
salaries than those in the second third, and 
those in the second third more than those 
in the third third, and that this divergence 
continued until they had been out about 
twenty years, when it was still more ac- 
centuated. The young man that is wanted 
in business is the man who can perceive 
the thing to be done and which has not been 
done. It is easy to train people to solve 
problems when they are stated; but the 
man who can see a new problem and state 
it is the man who makes the greatest 
advancement, and this quality of resource- 
fulness is found in the greatest degree in 
the college trained man. By A. Lawrence 
Lowell. The New York Times, November 
25, 1928. 


PRODUCTION MANAGEMENT 
Industrial Economics: Labor and Capital, Legislation, Wage Theory, 


Immigration 


High Wages and Fair Wages 


The distinction usually made between 
“wage” and “salary,” “laborer” and “entre- 
preneur,” are questioned. The contrast is 
made between real and apparent wages. It 
is contended that wages in this country are 
fair only to the extent that the groups in- 
volved have yet been able to ascertain a 
fair basis of division. Wages are high 
when this wage which is considered fair for 
a given output of work is paid for a less 
contribution to the public good. Such high 
wages are maintained in vocations where 
those who practice them are able to prevent 
others from engaging in them; and by re- 
stricting the amount of work done in a day. 
By Thomas T. Read. The Personnel Jour- 
nal, December, 1928, p. 274:7. 


Plans to Stabilize Prosperity 


On November 22 Governor Brewster of 
Maine presented : the Conference of Gov- 
ernors at New Orieans what was immedi- 
ately dubbed “President-elect Hoover’s 


$3,000,000,000 plan for stabilizing prosperity 
by stabilizing employment.” Briefly, the 
plan contemplates the setting aside of a 
reserve of $3,000,000,000 by the Federal 
and State governments, to be drawn upon 
in times of threatened business and indus- 
trial depression, and the unemployment that 
marks such periods, for the construction of 
public works. The name “Hoover Plan,” 
came from the fact that when a summary 
of the address was sent to Mr. Hoover he 
approved of the plan and authorized its 
presentation as the plan of the President- 
elect. The plan has received world-wide 
publicity and has been acclaimed in Euro- 
pean countries as an admirable substitute 
for unemployment doles. ‘The plan, how- 
ever, is by no means new. The Confer- 
ence on Unemployment in 1921 suggested 
something very similar. Even as far back 
as our Civil War, Great Britain had made 
extensive use of the principle. Among the 
public works constructed by Great Brit- 
ain to relieve the distress due to the un- 
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employment that resulted from her being 
cut off from many supplies and a great 
part of her market during that struggle 
was the Thames Embankment in London, 
which has proved its worth many times 
over. Bills embodying the principles of 
the “Hoover Plan” have been introduced in 
Congress time and again, but no action has 
been taken on them. Perhaps, with the 
glamour of President-elect Hoover’s name 
attached to the plan, something will now be 
done about it. By Stephen Bell. Commerce 
and Finance, December 19, 1928, p. 2689 :2. 


Russia and Italy Pin Their Hopes on 
America’s Ways of Work 

An interesting commentary on attitudes 

of workers and manufacturers in Italy and 

Russia. Both countries must devise lower 


Training and Education: 
Publications, Bulletin Boards. 


Where Do You Get Your New 
Ideas? 

The Works Manager of the Dexter 
Folder Company gives 17 sources of new 
ideas : 

1. Articles in business magazines. 

2. Advertisements in business magazines. 

3. Direct by mail advertisements re- 
ceived in the mails. 

4. Conventions and expositions. 

5. Trade association services. 

6. Employing experts in 
lines. 

7. Salesmen. 

8. Visits to other plants. 

9. Attending meetings of the various 
management associations. 

10. Suggestions of visitors from other 
plants. 

11. Information received from acquaint- 
ances. 

12. Miscellaneous information received 
through the mail or noted in the newspap- 
ers. 

13. Reading new books. 


particular 


Schools, 


production costs. The big difference jn 
Russia’s and Italy’s chances of making the 
economic grade is in the fact that while 
Italy’s leaders are free to ask the help of 
all the brains they want, Russia’s present 
higher-ups over sold Marx’s crowbar 50 
far that if they now try to unsell it, their 
followers will accuse them of little fess 
than treason. The reason why American 
machinery will fail to bring proper individ- 
ual wages and buying power through proper 
individual productiveness becomes plain 
when you see mines and plants employing 
five or ten thousand men put under the com- 
plete charge of a “Red Director” who was 
nothing more skilled than a hand laborer 
before the revolution. By Whiting 
Williams. Nation’s Business, December, 
1928, p. 26:4. 


Libraries, Apprenticeship, Employee 


14. Systematic follow-up of the reasons 
for spoiled work, delays in the shop, etc. 

15. Ideas of new members of the or- 
ganization. 

16. Systematic use of the sales engineer- 
ing service offered by manufacturers in 
connection with their products. 

17. Having our estimated times checked 
by other companies. 

By O. D. Reich. Industrial Executive, 
December, 1928, p. 187 :4. 


The Milwaukee Vocational School 


The painting and decorating department 
of the large vocational school in Milwaukee 
has four hundred students, actively engaged 
in preparing for the various lines of work 
in that occupation. One group is composed 
of young men who are not yet old enough 
to become apprentices, but who have signi- 
fied an intention of entering the trade as 
soon as they attain the required age. There 
is also a group of apprentices who have 
been indentured and are serving time un- 
der an employer. The department gives in- 
struction to adults in the evening school, 
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ail the demand has been so great for this 
tyge of education that it has been difficult 
to care for all the applicants who wish to 
attend classes. The Dutch Boy Painter, 
November, 1928, p. 151:2. 


Foremanship Development 

The management of the Gilbert & Barker 
Manufacturing Company of Springfield, 
Mass., believes in developing the breadth 
of understanding of its foremen. To ac- 
complish this, one of the things it does is 
to have higher executives of the company 
come before the foremen’s organization and 
present the policies, methods, and practices 


Employment: 


How Two Large Companies Handle 
Personnel Work 
The Frigidaire Corporation has estab- 
lished six definite rules of conduct for all 
employees regardless of the nature of their 
duties : 


1. Follow instructions willingly. 

2. Be clean and orderly. 

3. Take good care of property and ma- 
terials. 

4. Work well from whistle to whistle. 


5. Work every day you can and tell your 
foreman when you cannot. 


6. Work well with others. 


These are called “the six laws of good 
work.” Every employee is expected to 
know them and to study their application. 
Group and individual instruction is organ- 
ized with this objective. The Ohio Brass 


of the general management, and of various 
departments having contacts with the fore- 
men throughout the plant. 

Following are subjects which have re- 
cently been discussed before meetings of 
the foremen: Time Study; Cost Reduction 
Engineering; Design Changes; Manufac- 
turing Methods—Labor and Equipment; 
Material Substitution; Salvage. 

In order that the valuable material pre- 
sented may not be lost, each executive 
prepares his presentation in writing. Af- 
ter his appearance, the material is mime- 
ographed and copies distributed to all fore- 
men. The Industrial Executive, December, 
1928, p. 201. 


Classification, Selection, Tests, Turnover 


Co. has much the same set of rules, but 
put in question form. Jron Age, November 
29, 1928, p. 1364. 


The Employment of Married Women 
in France 


The Bordeaux Trades Chamber has re- 
cently endeavored to solve the problem of 
the married woman worker by means of 
what is called a Bureau of Half-Time Of- 
fice. The object is to encourage the crea- 
tion of part-time employment in industry 
and commerce which will enable married 
women, and especially those with children, 
to work daily for a few hours and still 
have time to attend to their household 
duties and children. As the experiment 
seems to be the first of its kind in Europe, 
the result is being watched with interest. 
Industrial and Labour Information, No- 
vember 26, 1928, p. 275. 


Employee Service: Hygiene, Recreation, Lunch Rooms, Stores, Safety 


Why Proper Seating Pays 
The chief surgeon of the Atlanta and 
West Point Railroad Company gives rea- 
sons why posture bears a direct influence 
upon the employee’s efficiency and describes 
the kind of chair which produces the least 


fatigue. The employer should understand 
that by attention to proper postural seating 
he is conserving the health of the workers, 
prolonging their years of usefulness—if 
not their lives—and by the prevention of 
fatigue, increasing the efficiency of his 
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force and contributing to the ultimate suc- 
cess of his business. By Dr. J. R. Garner. 
The Industrial Executive, November, 1928, 
p. 156:1. 


Putting Lunches in Their Proper Place 


The employees at the Chicago plant of 
the Wm. Wrigley, Jr., Company may 
bring their lunches, but must deposit them 
upon entrance to the locker room. An at- 
tendant takes them and gives a check in 
exchange. The lunches are then placed in 
a truck which has a large number of pigeon 
holes arranged like boxes in a post office. 


Benefit Systems and Incentives: 


At lunch time this truck is wheeled to the 
restaurant where the packages are re. 
claimed. The plan keeps the locker room 
entirely free from food. By L. I. T. Jy. 
dustrial Power, November, 1928, p. 72, 


Turning Loss into Profit 


The president of the Imperial Candy 
Company tells how his employees took over 
the management of the plant cafeteria and 
by methods and budgeting made it pay and 
give entire satisfaction. By Chester FE. 
Roberts. Manufacturing Industries, No- 
vember, 1928, p. 539:3. 


Group Insurance, Pensions, Vacations, 


Profit Sharing, Wage Plans, Suggestions, Stock Ownership 


Graybar Company Sold to Employees 
Arrangements have been made for the 
sale of the Graybar Electric Company to 
the Graybar Management Corporation, or- 
ganized to enable the officers and other 
employees to purchase the company. Its 
officers and employees will have the option 
of two instalment plans and one outright 
purchase plan and may subscribe in pro- 
portion to their salaries. The Graybar con- 
cern does a business of some $75,000,000, 
and is besides a rapidly growing business. 
This is said to be the first instance of the 
kind where a business of such magnitude 
and importance has been turned over to 
the men who have built it up. Western 
Electric News, December, 1928, p. 24:1. 


Eastman Employees in Huge Insurance 


The 20,000 employees of the Eastman 
Kodak Company, who are already profit- 
sharers, have just entered into a new insur- 
ance and pension plan. An unusual feature 
of the plan is the initial payment to the 
insurance company of $6,500,000 for insur- 
ance coverage to date. Under the arrange- 
ment, male workers in the Eastman plants 
will be eligible for retirement annuities at 
65 years, women workers at 60. Yearly 
pensions are to be reckoned at the rate of 
one per cent of salary multiplied by num- 


ber of years of service before January, 
1929, plus 2 per cent of the total salary 
earned after that date. Funds originally 
donated to establish an earlier bonus system 
for retiring workers and for other welfare 
purposes connected with the company will 
be applied to cover the Employees’ Associa- 
tion share of the annual premium under the 
new project. The New York Times, De- 
cember 21, 1928. 


Benefits to Railroad from Stabilization 
of Labor 


James T. Loree, Vice President and Gen- 
eral Manager of the D. & H. Railroad Co. 


described their stabilization policy to the 
Senate Committee on Education and Labor. 
This policy includes a five year budget pro- 
gram, the movement of non-revenue freight 
during dull periods, the fixing of an elastic 
working day of from 8 to 10 hours, insur- 
ance against sickness, accident and dismis- 
sal and other features. 

J. M. Larkin, Assistant to the President 
of the Bethlehem Steel Company said that 
the test of management is its ability to pay 
high wages as well as to produce at low 
cost. Labor turnover in the steel company 
has been reduced from 135 per cent in 1923 
to 43 per cent in 1928. U.S. Daily, Decem- 
ber 19, 1928, p. 1 and 3. 
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Labor Relations: Collective Bargaining, Employee Representation, 


Arbitration 


Mexican Methods 


In Mexico, Emilio Portes Gil proposes 
to send to the national legislature new 
bills covering labor and workers’ insurance. 
Profit sharing will be attempted on a na- 
tional scale. Employers will be required 
to furnish quarters for workers at ex- 
tremely low rentals. Shut-downs will be 
prohibited except under conditions of over- 
supply. It is proposed to make arbitration 
compulsory, and the six-day week and the 
eight-hour day the rule. The Magazine of 
Business, December, 1928, p. 689. 


Value and Functions of Employers’ 
Associations 

At the 26th lecture conference for Works 
Directors, Managers, Foremen and Fore- 
women, held at Balliol College, Oxford, 
in April, one of the papers set forth the 
reasons for employers’ associations and 
urged the pooling of information to the 
mutual benefit of those contributing. Labour 
is ahead of employers in the pooling of 
statistical information. 

“I am always struck, when I attend in- 
ternational conferences, by the lack of 
interest in the proceedings evidenced by 
British employers, and by the almost ex- 


cessive interest taken by the Trade Unions. 
I have sometimes found myself the only 
representative of organised British em- 
ployers, whereas labour is always ade- 
quately represented. As a consequence, the 
views that are presented to International 
Conferences are frequently the views of 
organised labour, to the exclusion of the 
views of organised employers. 


“I want us all to take up, and realize 
that problems of production, of marketing, 
and of industrial relations whether at home 
or abroad, are of first-class importance, 
demanding the services of the best brains 
in the industry.” By L. H. Green. Con- 
ference Proceedings, p. 33:4. 


The Nine Spark Plugs of Labor 
Management 


The nine points of contact of labor man- 
agement that require periodical checking 
are these: the wage spark plug; the pro- 
ductivity spark-plug; the steady-work 
spark-plug; the spark-plug of hours and 
working conditions; the right job spark- 
plug; the craftsmanship spark-plug; spe- 
cial benefit plans; the channels of confer- 
ence; company consciousness. By Dwight 
L. Hoopingarner. The Magazine of Busi- 
ness, December, 1928, p. 664:4. 


Shop Organization: Planning, Methods, Job Analysis, Standardization, 


Waste 


Keeping Machines and Power on the 
Job 

The plant engineer of the Cadillac Motor 
Company describes methods under which 
2,800 machines were moved during the 
year, 1,000 plant betterments handled in 
two weeks, maintenance costs reduced and 
interruptions to production cut down. An 
organization chart gives the makeup of the 
plant engineer’s department. By H. A. 
Zannoth. Manufacturing Industries, Dec., 
1928, p. 579 :4. 


Control Methods Keep Work on the 
Move 


The president of the Kingsport Press 
describes the organization of the plant in 
which the normal production is 50,000 books 
a day. Their planning department directs 
the stream of work into the proper gen- 
eral channels, flows it into machines classed 
for each type of work and checks up 
schedules daily to see that the flow is taking 
place as planned. A proper layout, auto- 
matic equipment, life trucks and movable 
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tables maintain a high output with low 
costs. Each day the planning department 
furnishes the sales department with a 
graphic chart in terms of days of work 
ahead of each department at normal full 
production rate of flow. By E. W. Palmer. 
Manufacturing Industries, Dec., 1928, p. 
575 :4. 


What Modern Equipment Has Done 

Experience of the Dexter Folder Com- 
pany in reducing production time by intro- 
ducing new machines, thereby increasing 
production from 74 per cent on one opera- 
tion to 287 per cent on another. By Leon- 
ard Baker. American Machinist, Nov. 29, 
1928, p. 829:3. 


Maintenance on a Production Basis 
At the Kellogg Company plant repair 
jobs are scheduled and controlled by a 
planning department. Emergency jobs get 
immediate attention through a signal sys- 
tem. Forms show: a request for work 
order, an estimate of cost of proposed 
work, labor to be used, and a mechanical 
department cost sheet. Maintenance labor 
is recorded on tabulating cards. The plan- 
ning board has been a great help in con- 
trolling this work. By F. S. Brainerd. 
Manufacturing Industries, Dec., 1928, p. 
605 :4. 


Management Engineering in the Smaller 
Industrial Plants 


The factory manager of the Champion 
Co. describes the problems of production 
control and grouping and classification of 


Production Records: 


A Basis for Evaluating Manufacturing 
Operation 

This paper is divided into two parts. 
The first is a presentation and discussion 
of a basis and methods for evaluating cer- 
tain factors in the operation of manufac- 
turing establishments. The second is a 
consideration and interpretation of these 
factors as they are revealed by the analysis, 


equipment, possibilities of modern equip- 
ment and the importance of the operating 
personnel. By J. E. Dykstra. Address be- 
fore the Management Division of the 
A.S.M.E. 3 pages. 


How the Packing Industry Cuts 
Material Handling Costs 

A description of the conveying machinery 
used by the modern meat packing plants, 
For interdepartment transfer of producis 
not handled by conveyors, hand trucks and 
tractor-trailers are utilized. The problem 
of negotiating various levels has been satis- 
factorily solved by one organization by 
equipping their plants with special elevators 
accommodating an entire tractor train at 
one time. The pneumatic principle of con- 
veying powdered or pulverized materials is 
finding considerable application in the by- 
products-operating section of this industry. 
Economical handling is required in the 
power house as well as in the operating 
departments. By Walter C. Hasselhorn. 


Manufacturing Industries, Dec., 1928, p. 
595 :4. 


Using Inspection Data to Control 
Quality 

The Bell Telephone Laboratories apply 
methods which show at what point maxi- 
mum quality is obtained at minimum costs 
and set limits of permissable quality varia- 
tion. Several charts are given which show 
how this control is obtained. By H. F. 
Dodge. Manufacturing Industries, Dec., 
1928, p. 613:3. 


Time Cards and Performance Records 


on the basis proposed, of a considerable 
volume of manufacturing records and sta- 
tistics. The authors’ purpose in undertak- 
ing this study was to develop an analytical 
method, but the significance of the factors 
of operations as discovered seemed to wat- 
rant devoting the larger amount of space 
to them. By L. P. Alford. Address before 
Management Division of A.S.M.E. 7 pp 
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Interpretation of Production Records 

Records furnish a basis for business 
analysis. Factors contributing to excessive 
cost, such as improper purchase of material 
or selection of equipment, improper han- 


dling of material in the plant, inefficicent 
production methods, and others cannot be 


discovered until all the facts are gathered 
and analyzed. Systematic planning can be 
done only with the aid of records. A study 
of records will reveal weaknesses in meth- 
ods of work. Records can be used to 
stimulate the efficiency of the worker. By 


Paul Geyser. American Machinist, Nov. 
29, 1928, p. 843:1. 


MARKETING MANAGEMENT 


Meeting the Problems of Modern 
Wholesaling 

The President of the Root & McBride 
Company describes the function of the 
wholesaler and says that the modern whole- 
saler has two paramount duties: to assure 
himself of sources of supply that are pro- 
ficient, and to be sure that these sources 
will provide him with goods that are ac- 
ceptable to the public. By S. M. Bond. 
Executives’ Service Bulletin, Dec., 1928, 
p: 5:2. 


500 New Stores by September, 1929 

The J. C. Penney Company, after 27 
years of steady growth, announces a spe- 
cial 50 per cent expansion program. The 
organization now operates 1,021 retail de- 
partment stores and is represented in 47 
states. This 500-store expansion plan for 
1929 does not contemplate the purchase of 
other chains or of independent stores, but 
will be confined to the opening of entirely 
new units in cities and towns when there 
is no J. C. Penney representation now. It 
is planned to select all store managers and 
assistant managers from present J. C. Pen- 
ney Company employees, the training and 
educational program of the organization 
being such that there are always men 
available when expansion emergencies make 
promotions possible. Retail Ledger, Dec., 
1928, pp. 1 and 2. 


Billion-Dollar Chain of Big Store Units 

Among the 22 stores which have become 
the Hahn Department Stores, Inc., are sev- 
eral which are the most important in their 


respective sections of the country. These 
stores are to form the nucleus for the 
largest system of retail department stores 
in the world under central ownership, and 
will compare in annual turnover with the 
largest units of such other major industries 
as railroads and public utilities. Lew Hahn, 
formerly Managing Director of the N. R. 
D. G. A., is the head of this merger and 
George W. Mitton, president of Jordan 
Marsh Company (one of the merged 
stores) will be Chairman of the Board. 
The same important economies and efficien- 
cies that for years have characterized cen- 
tralized management in other major indus- 
tries are anticipated for these stores. Each 
store will, however, continue under its own 
name and management. The central or- 
ganization in New York will concern itself 
with the coordination of buying activities, 
the development of more effective methods 
and the expansion of the group. Retail 
Ledger, Dec., 1928, pp. 1 and 10. 


How We Introduced a Cheaper Product 
Without Hurting Our High-Priced 
Line 

In spite of a great deal of resistance 
among dealers when the Clark Lighter 
Company planned to bring out a lower- 
priced lighter the company has made a 
notable success of its cheaper line. The 
experience, the story of which is given step 
by step, seems to show that there is nothing 
fatal in the effort to reconcile distribution 
on one price level, with distribution on 
another. By E. Forest Clark. Printers’ 
Ink, Nov. 29, 1928, p. 17:4. 
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Six Major Trends of Retailing and 
Their Significance 

A discussion of what may be expected 
from department stores, mail-order houses, 
cooperative stores, house-to-house selling, 
chain stores and independent stores. Dr. 
Nystrom predicts: that department stores 
as an institution have apparently reached 
the acme in their development; that mail- 
order business, on purely mail-order lines, 


Salesmen: 


The Making and Staging of Sales 
Manuals 


First of all, it seems to be as necessary 
to sell the men on the manual as it does to 
make the contents right. Not only do sales 
manuals now omit every subject which 
does not directly and praactically contrib- 
ute to the order-getting efforts of the sales- 
men, but the material is deflated of all 


oratory. Pictures are used to considerable 
extent to express many facts. A few 
charts and curves appear for this purpose, 
but not in their usual severe mathematical 
guise. Greater emphasis and more data 
are now given on the salesmen’s customers, 
in fact, these volumes are more nearly 
handbooks or guides to the customer’s busi- 
ness. One manufacturer, realizing how 
indigestible a large mass of sales material 
might be, sent the sales manager over the 
country to quiz and test the men on the 


Buying, Receiving, Storing, Shipping 


Merchandise Men See Duties Change 

The activities of the merchandise mana- 
ger have been undergoing a progressive 
and significant evolution. Some 20 years 
ago they were superbuyers. This led to 
all undue emphasis on the buying function 
and led to the introduction of the controller 
type of merchandise manager. Now a 
broader type is being evolved, aiming to 
correlate all the functions, so as to bring 
about the most advantageous relationship 
between purchases, sales and profits. At 
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has probably passed its peak; that if the 
chain stores get too strong there will be a 
rapid development of consumers’ coopera. 
tive stores; that house-to-house selling wij] 
revive if there is another business depres. 
sion; and that independent retailers are 
almost certain to live through the present 
attack on their existence by the chains, 
By Paul H. Nystrom. Retail Ledger, Dec, 
1928, p. 3. 


Selection, Training, Compensation. 


various points in the manual, and as a 
result of this practice, not one of the books 
went into the discard. By A. L. Slater, 
Advertising & Selling, December 12, 1928, 
p.. 23:3. 


Take Personnel Inventories 


The Superintendent of the Robert Simp- 
son Company recommends a personnel as 
well as a merchandise inventory. In order 
to prepare a wage budget, the personnel 
inventory must reflect: the minimum num- 
br of employees required to man each sec- 
tion, selling and non-selling; number of 
regular full-time employees; number of 
part-time employees required for reliefs 
and lunch hours; number of extra or aux- 
iliary employees required for week-ends or 
special sales. The budgeting of personnel 
requirements six months ahead is being ac- 
curately done by department heads. Re- 
tail Ledger, Nov., 1928, second issue, p. 1. 


R. H. Macy & Co., Inc., the primary con- 
cern of the merchandise manager is the 
coordination of departments to preserve the 
institutional viewpoint. The personnel must 
be built around the institutional conception. 
No individual is as important as a mer- 
chandising principle and the constant en- 
deavor in training is to have the individual 
think with the institution. The merchan- 
dise manager adds to the effectiveness of 
the buyer by watching trends and develop- 
ments likely to be of immediate or future 
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importance. The stylist also acts in an 
advisory capacity, and watches tomorrow, 
while the buyer is concerned with the pres- 
ent. Sources of supply are too diversified 
and huge for any one buyer to be inti- 
mately acquainted with them. N. Y. Times, 
Dec. 16, 1928, p. 20. 


Many Buyers Leaving Stores for Chain 
Posts 


While department store owners have 
been flaying the buyer for his shortcom- 
ings, chain stores have been active in raid- 
ing the buying organizations of department 
stores. A number of buyers who have 
passed over into the chain-store field con- 


tend that they find their own problems 
there simpler, if more intensive. While the 


importance of the single transaction from 
the dollars and cents profit or loss angle is 
greatly multiplied, they declare, and calls 
for the utmost thoroughness and attention 
to all merchandising details, the merchan- 
dising policy of the chain not only per- 
mits but demands concentration within 
fields that are more easy and convenient 
of cultivation. And they declare that in 
their chain connections they are held less 
accountable for the details of their deci- 
sions and more responsible for results—a 
situation that does not “cramp their style” 
to anything like the degree of that indis- 
criminate mixture of responsibility and ac- 
countability that is typical of the partially 
developed control methods of so many inde- 
pendent department stores. Retail Ledger, 
Dec., 1928, p. 3. 


Sales Promotion: Letters, House Organs, Advertising 


Sales Promotion for Small Companies 


The little companies realize that their 
advertising expenditure does not warrant 
a manager and a separate department, and 
yet it is their desire to do something in 
addition to the ordinary work of a sales 
department. Therefore, the small indus- 
tries are creating an assisting department 
to the sales department. It is believed that 
this department should be separate and dis- 
tinct, and its manager equally as important 
as the sales manager. His job should be 
more of the work of research and indirect 
selling. A sales promotion department 
should not give quotations, promises or re- 
plies to complaints, as its identity should 
always be maintained. By D. A. Costello. 
Printers’ Ink Monthly, December, 1928, 
p. 58:2. 


How the Westinghouse Sales Promotion 
Department Functions 

A sales promotion personnel is ambidex- 
trous. It knows how to sell and it knows 
how to advertise. It knows well just what 
advertising assistance the sales department 
needs or should have. It knows how to 
translate advertising efforts and ideas into 


a graphic language for the salesmen to use 
effectively. It knows how to plan the 
work to do. It knows how to work the 
plan. It knows how to make salesmen 
better advertising men. It knows how to 
make advertising men better salesmen. It 
knows how to reduce the time element be- 
tween the appearance of an advertising ef- 
fort and action by the reader in buying. 
Sales promotion is advertising insurance. 
By George Maertz. Printers’ Ink, Nov. 1, 
1928, p. 33:3. 


Measuring Markets for Advertised 
Merchandise 


There are elementary factors that gov- 
ern the economic sale of advertised prod- 
ducts, such as physical geography, climate 
and rainfall. Then there are the basic 
factors of population, buying power, and 
advertising coverage. But there has beer 
no basic method of assaying these govern- 
ing factors and no means of measuring an 
advertiser’s business in relation to his 
strong and weak markets. The yardstick 
of measurement used by Jones & Brakely, 
Inc., is a breakdown of the United States 
into 183 Primary Trading Areas. State 
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boundaries are disregarded, each area being 
composed of a group of counties, economi- 
cally bound together, served by a definite 
major community, covered by certain ad- 
vertising mediums and governed by similar 
buying habits. By measuring each of the 


183 areas and comparing their relative eco- 
nomic activities a manufacturer will know 
in which areas his sales effort should be 
directed to produce greatest returns, By 
F. R. Bailey. Printers’ Ink Monthly, No- 
vember, 1928, p. 46:3. 





Survey of Books for Executives 








Organized Training in Business. By 
James H. Greene. Harper & Bros., 
N. Y., 1928. 355 pages. $4.00. 


Here is a book by a trainer, addressed 
primarily to trainers. In it Dr. Greene 
draws not only on his own extensive ex- 
perience in industry and in education, but 
also on a number of varied organizations, 
to furnish the bases for his discussion. 
While psychological and educational form- 
ulae are usec in confirmation of proposals, 
and suggested procedures, most of them are 
based on observed or credited methods 
which have proven successful. Logic and 
experience, rather than idle theory, are the 
strong appeals of the book. 

The point of particular emphasis is the 
idea which first appears in the Foreword, 
written by Mr. Paul C. Hoffman, Vice- 
President of the Studebaker Corporation, 
“. . . today successful training directors 
are those who train the supervisors so that 
they can in turn train their men. A train- 
ing staff apart from the line executive per- 
sonnel exists largely to train the personnel.” 
Dr. Greene says, “(the training depart- 
ment’s) major responsibility is . . . to 
train executives to train workers.” Fur- 
ther, the author says, “A training depart- 
ment which attempts to do all of the train- 
ing work itself will build little or nothing 
of permanence. One which concerns itself 
with the development of trainers will mul- 
tiply its efforts many fold and become an 
indispensable service feature of the or- 
ganization.” 

Formal and informal training, educa- 
tional publicity, co-operation with organ- 


ized educational agencies, vocational guid- 
ance, helping workers to help themselves 
educationally and culturally, and sugges- 
tions on improving the reading habits of 
younger workers are discussed under 
“Types of Training.” The debatable ques- 
tion of the relative responsibility of indus- 
try and schools is considered in detail, 
“If the training needs of an organization 
could be saiisfied by buying some textbooks 
and hiring a teacher, there would be no 
place for this book... . training pro- 
grams must be custom-built and no two 
will be exactly alike.” The cnany steps 
required in “determining training needs” 
are outlined. Such sources of informa- 
tion as the Employment Office, conferences 
with executives and supervisors, informal 
talks with workers, and tests of service 
or production are described. The impor- 
tance of determining the objectives and 
ideals for every training program and the 
means of arriving at them are considered. 


The neecssity for the development of a 
master training program is strongly empha- 
sized. Only in this way can the executive, 
the groups to be trained, and the Training 
Department, know what they are to do, 
how they are to do it, and, as the program 
develops, what progress they have made. 
The various types of programs, including 
those for college graduates, executives, 
supervisors, and apprentices, are described. 

The functions of a Training Depart- 
ment, the personality traits indispensable 
for a training director and his staff (the 
size and work of which is discussed), and 
the Training Department’s lay-out and 
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equipment are treated in detail. Of even 
more value, probably, is the extensive dis- 
cussion of the steps in “building a train- 
ing program.” 

The chapter devoted to the “Persons to 
Be Trained” indicates methods of classifi- 
cation according to the end desired. 

In discussing subject matter, both the 
methods of collection which involve a vari- 
ety of techniques, and the devices for or- 
ganizing the subject matter and allocating 
responsibility for the training program 
units are considered in detail. 

“The intelligent business man... . is 
seeking men and women who can think, for 
positions of responsibility in his business.” 
The choice of methods of training, whether 
group or individual and whether by the 
conference method, inspection tour, lecture, 
correspondence course, or directly on the 
job, is discussed. Devices for use in the 
method agreed upon are described. The 
chapter on “Installation, Maintenance, and 
Evaluation” should be of unusual service 
to every training organization. The nice 
problems of when, where, and how to 
install; the ways to overcome maintenance 
difficulties; and specific suggestions for 
means of evaluation are considered in the 
light of the experience of a large number 
of companies. 

The summaries which appear at the end 
of each chapter, and the last chapter, which 
is a summary of the book itself, aid the 
reader materially. 

Dr. Greene’s book should be indispensable 
to every person engaged in training work, 
and to every executive or student inter- 
ested in it. Its specific suggestions should 
be studied by every organization or trainer 
proposing to, or embarking upon a train- 
ing program. Finally, for purposes of 
comparison and analysis in any organization 
where training is now being carried on, 
the book is extremely valuable. 


Byron F. FIetp, 
Supervisor of Training, 
Commonwealth Edison Company. 


An Analysis of Bank Statistics for the 
United States. By Allyn A. Young. 
Harvard University Press, Cambridge, 
Mass., 1924, 1925, 1927, 1928. 78 
pages. $3.50. 

This study of bank statistics is devoted 
exclusively to the national banks. The 
study is divided into four parts as follows: 
Statistics of the national banks 1867-1914; 
seasonal and cyclical fluctuations from 
1901-1914; regional differences in these 
fluctuations for selected regions and cities 
from 1901-1914; and a separate study of 
the national banks statistics from 1915- 
1926. As stated the study of these statistics 
is confined to the national banks and the’ 
work is confined to a statistical study 
rather than an economic study of the statis- 
tics. The author states that “the present 


study has no claims to completeness. Its 
purpose is merely to put some of the more 
important figures in the Comptroller’s re- 
ports into such shape as to make them 
useful to students of present-day banking 


problems and in particular to students of 
the interrelations of the fluctuations of 
credit and business activities. Except at 
points where there are obscurities or ap- 
parent anomalies to be cleared away, there 
is little or none of the interpretative analy- 
sis which the figures obviously invite. And 
although the fluctuations of various bank- 
ing series are compared one with another, 
no comparisons are made of the fluctuations 
and the attendant movements of other eco- 
nomic phenomena.” 

All of the series examined except money 
in circulation have been drawn from the 
Comptroller’s reports. The series taken 
from the Comptroller’s reports are: 1. 
Capital and surplus, 1867-1914; 2. Invest- 
ments 1867-1914; 3. Loans and discounts 
1867-1914; 4. Individual deposits less clear- 
ing house exchanges 1870-1914; 5. Net 
deposits 1870-1914; 6. Circulation or na- 
tional bank notes outstanding 1867-1914; 
7. Lawful money in banks 1875-1914; 8. 
Money in national banks 1901-1914. The 
series on estimated money in circulation 
not in banks 1901-1914 is taken from the 
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Secretary of the Treasury’s report. All of 
these series except the last two are given 
separately for New York City banks and 
banks outside of New York City. This 
systematic separation is spoken of by the 
author as “perhaps the most distinctive 
characteristic of the present study.” 

While the study aims to analyze the 
characteristic fluctuations of the different 
series both seasonal and cyclical the dis- 
cussion intends to be largely concerned 
with the variations of rates of growth or 
breaks of trends. 

The study being confined to the national 
banks must necessarily at tines diverge 
from the representative figures for the 
trend of banking data for the whole coun- 
try. But since the work is statistical, not 
economic or comparative to any !arge ex- 
tent with other data, it does not take inio 
account the effect of legal and economic 
changes which influenced the national bank- 
ing system in its growth. 

As a statistical study of the national 
banks the work has a historical value for 
reference to this one class of banks. It 
also furnishes much valuable data mar- 
shalled and classified which might be used 
in a much larger study of the banking 
statistics for the whole country and of the 
banking statistics in relation to other cco- 
nomic data. 

Ivan WRIGHT, 
Department of Zconomics, 
University of IIl'nois. 


—_—_—_—— 


Scientific Management in Europe. 
Paul Devinat. 
Conditions) No. 17, International La- 
bour Office, Geneva, 1927. 260 pages. 
$1.00. 


By 
Series B (Economic 


The growth and progress of the manage- 
ment movement in Europe are outlined in 
this volume and by groups and countries 
the institutions in Europe which are in- 
terested in management research and in 
management education are described. The 
immediate consequences of the War are 
discussed at length. There is an excellent 
outline of the introductory phase, the stage 


of adaptation and the stage of adjustment, 

Another section deals with practical ap- 
plications of scientific management jp 
Europe and the fourth section gives 
opinions concerning scientific management 
as held by employers, technicians, the 
workers and public opinion. 

Appendices cover the definition and aims 
of scientific management. There is an ex- 
cellent bibliography of German and French 
books, a table of the principal institutions 
devoted to scientific managements, notes on 
the constitution and activity of the various 
invtitutions of scientific management and 
the Constitution and Rules of the Inter- 
national Management Institute. 


W. J. D. 


A Short History of the British Work- 
ing Class Movement—1900-1927. By 
G. D. H. Cole. Macmillan, New 
York, 1927. 237 pages. 2.50. 


Herein, the third in a series of three 
volumes, Mr. Cole presents briefly a factual 
and interpretative account of what he 
judges to be the significant features and 
trends in the British Working Class Move- 
ment from 1900 to 1927. The author in- 
troduces the periods under consideration by 
summarizing the significant trends in the 


' quarter century preceding so that the stu- 


dent interested in this period of 2Pritish 
labor history may read this volume inde- 
pendently of volumes I ard II of the series. 

This is not a detailed chronicle of the 
activities of organized British workers, but 
rather a summary discussion of the major 
events, theories and policies of workers 
acting through their trade unions and politi- 
cal parties. A creditable attempt, however, 
is made to outline the setting of economic 
and political conditions within which these 
events transpired so that the topics selected 
as representative are treated in a reason- 
ably comprehensive manner. The task of 
preparing such a history of this period was 
especially difficult because of the immediacy 
of the events. Future developments in the 
political and economic life of Great Britain 
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may disclose that Mr. Cole has erred badly 
in respect to emphasis and interpretation, 
especially since so much of the period was 
so abnormal as a consequence of the effects 
of the World War. 

Regardless of what future developments 
may disclose, Mr. Cole has given a most 
readable and vivid account of the organized 
labor movement of this period. Although 
the author has been an active propagandist 
writer in the interest of the organized 
working class movement, he has succeeded 
remarkably well in presenting an objective 
and balanced discussion. The book is rec- 
ommended to all interested in this important 
period of British labor history. 

R. W. STONE, 
Associate Professor, Industrial Relations, 
University of Chicago. 


The Money Illusion. By Irving Fisher. 
Adelphi Company, New York, 1928. 
245 pages. $2.00. 

Mr. Fisher again sets forth, this time 
in a very readable and popular manner, 
the quantity theory of money. His aim is 
to show how unstable in buying power are 
all monetary units, including the dollar; 
what are the causes of that instability; 
what harm results, although ascribed to 
other causes. In the supplement will be 
found an outline of the various remedies 
which have been tried or proposed, in- 
cluding Mr. Fisher’s own pian _ for 
“Stabilizing the Dollar.” There is pro- 
vided in addition a short reading list and 
other material for those who wish to 
pursue the subject further. 

The chapter headings serve to show not 
only the scope of the book but the sim- 
plicity of the style in which it is written 
as well. They are as follows: 

Chapter 1. A Glance at the Money II- 
lusion. 

Chapter 2. Extent of Money Fluctua- 
tion. 

Chapter 3. Why Does Money Fluctuate? 

Chapter 4. The Direct Harm from In- 
flatation and Deflatation. 


Chapter 5. The Indirect Harm from In- 
flatation and Deflatation. 

Chapter 6. What Can We Do Our- 
selves? 

Chapter 7. What Can Banks Do? 

Chapter 8. What Can Governments Do? 


Marketing and Advertising. By Floyd 
L. Vaughan. Princeton University 
Press. Princeton, N. J., 1928. 255 
pages. $2.50. 


The book will be of greatest interest to 
the student of economic trends. It is not 
meant for the “doer,” seeking only definite 
and immediate methods of marketing and 
advertising that will yield increased sales. 
Dv. Vaughan’s point of view is broader 
than that of the “individualistic” or 
“pecuniary,” because such a _ viewpoint 
“often conflicts with public welfare.” He 
endeavors to interpret marketing and ad- 
vertising from “the social or public stand- 
point,” declaring “acquisitive practices, no 
matter how remunerative in dollars, should 
be exposed and condemned.” 


Two business policies are recommended : 
Reduction of marketing costs and less and 
better advertising. The argument is made 
that marketing costs will be reduced if 
there are: 1. “Less emphasis of quality, 
variety, style, service and salesmanship; 
2. closer relationship of production and 
consumption; 3. greater consideration of 
costs; 4. discontinuance of indirect sub- 
sidies ; 5. emphasis of functions rather than 
media.” 

‘Lo prevent “acquisitive rractices,” it is 
recommended that a competition which is 
fair be maintained, that the tariff be ad- 
justed, trading in futures be regulated, 
advertising be made less appealing and that 
less emphasis be placed on style. 


To the student of the economics of dis- 
tribution the book will be stimulating. Such 
discussion is “in the air.” There is much 
argument, that is refreshing because of its 
age, but the critically minded reader may 
inquire whether or not marketing and ad- 
vertising can be thought of in such general 
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terms. The marketing and advertising 
problems of the distribution of stationery 
are not wholly common to those of hides 
and skins. A co-operative may succeed in 
California because of peculiar conditions 
not common to Aroostook County, Maine. 
Is it fair to assume that every consumer 
demands reduced marketing costs for every 
product if a consequence must be less 
guarantee of quality, distinctiveness in 
style, 2d increased proyitiity between pro- 
duction and consumption? Is it adequate 
to make no distinction, to say the least, 
between the problems common to consumer 
goods and those common to producer’s 
goods? Granting the obvious merits of any 
economic appraisal of distribution, many 
readers will experience dissatisfaction with 
this appraisal on the just ground of in- 
adequacy. 
‘SLENN Merry, 
Deparimen: of Mariet Research, 
Brown Company. 


Finance. By Charles J.. Jamison. Ron 
ald Tress, New York, 1927. 4/7 
pages. $4.50. 

This book is one oi the series edited by 

James O. McKinsey, the head of his own 

company—the James O. McKinsey Com- 


pany. He is counsel for ma, leading 
business units in diverse lines of industry; 
he is chairman of the Board of Directors 
of a number of business enterprises in- 
cluding banks, hospitals, mortgage com- 
panies, real estate firms, and manufacturing 
concerns. He is professor of Business Ad- 
ministration, University of Chicago and 
author of many well-known hooks on busi- 
ness subjects, his book “Budgetary Con- 
trol”—one uf the first if not the first book 
on this subject alone being a recognized 
standard even today. Those who know 
McKinsey know ir mediately that any book 
with which he is identified is well worth 
reading and studying. 

“Finance,” written by Charles L. Jami- 
son, M. A. Associate Professor of Business 
Administration of University of Wisconsin, 


formerly secretary and treasurer of A, M. 
Byers Company of “Byers Wrought Iron 
Pipe” fame reflects the author’s experience 
as a corporation treasurer of a going con- 
cern. Mr. Jamison has said that in writing 
this book he had constantly in mind the 
questions that puzzled him when he was a 
corporation treasurer and that he has en- 
deavored to cover the practical procedure 
and problems of everyday operating finance 
The author allotted space to the various 
subjects in proportion to what he con- 
sidered the relative importance of the re- 
spective activities of the corporation treas- 
urer. He believes, and others share his 
belief that the circulation of working 
capital involving the successive conversion 
of current assets into cash and the subse- 
quent disbursement of the cash is the main 
function of business finance. Accordingly 
he has given the handling of wor'cing capital 
extensive treatment and the raising of per- 
manent capital limited treatment. Two ovt 
of twenty chapters deal concisely and in- 
terestingly with “Long Time Financing” 
and “Distribution of Securities” beginning 
with a discussion of Seasonal, Cyclical, and 
Secular movements and ending with a para- 
graph on the “Wisdom of Marketing 
Securities Through Investment Houses.” 


Other chapter headings which indicate 
the contents of the book are: Organization 
for Financial Control, Property Insurance, 
Casualty and Other Insurance, Safeguards, 
Corporate Records, Business Failure and 
Reorganization. 


In the chapter on Organization for 
Financiai Control there are a aumber cf 
places in which treasurers, comptroilers, 
auditors, purchasing agents, personnel man- 
agers, paymasters, and others may find 
plenty of room for argument. When the 
author says that the treasurer is typically 
not well qualified to supervise the kind of 
work which the modern accounting depart- 
ment is expected to do, may it not be asked 
“just what is a modern accounting depart- 
ment?” When on page twelve the author 
says, “The Accounting Department should 
be independent of the treasurer as well as 
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all the other operating executives so that it 
can serve as a check on their activities,” 
does he not contradict himself when on 
page two hundred and four (204) he gives 
a short but exceilent discussion on Decen- 
tralized Accounting ? Naturally a book of 
this kind runs afoul of the age-old problem 
of the matter of accounting responsibility. 
It might be improved po.s:+ly in minor 
respects if there was in it a more thorough 
discussion of the difference between re- 
sponsibility for accounting methods and 
procedures and responsibility for accounting 
performance. 

A list of marginal notations made in 
going through the book when later checked 
up against the index which is sixteen pages 
long proves that the contents have been 
carefully indexed and cross-referenced. 

Twenty-eight illustrations and numerous 
footnote references add to tixe value of the 
book. On the whole, tlie author has done 
a good job of surveying the function of 
finaxxc from the desk of the corporation 
treasurer in a going concer, I believe all 
who read the book will agree. Further I 
believe that there are many corporation 
treasurers who are handling their jobs in 
fine shape who will find if they read this 
easily read book that the reasons for many 
of the things they do every day largely as 
a matter of custom without a_ specific 
understanding of why they do them are 
succinctly explained. 

H. A. FountaIn, 
General Manager and Treasurer, 
Bottled Beverages, Inc. 


Tnfuencing Mex in Business. By Walter 
Dill Scott. Revised and enlarged by 
Delton T. Howard. Ronald Press, New 
York, 1911, 1916, 1928. 172 pages. 
$2.50. 


It is not from deliberation but through 
the more powerful force of suggestion that 
most men act. In fact, man rarely per- 
forms an act of pure reasoning. The 
greatest inspirers of men are not those who 
are the most logical in presenting their 


truths to the multitude. Nor are our great- 
est debaters those who are the most logical 
in setting forth the arguments in favor of 
their contention. In moving and in in- 
spiring men, suggestion is to be considered 
in every way the equal of logical reasoning. 
This extremely interesting book analyzes 
the psychology of deliberation and of sug- 
gestion, and shows when to use argument 
and when to use suggestion in influencing 
men in business. 


The American Way to Prosperity. By 
Gifford K. Simonds and John G. 
Thompson. A. W. Shaw, Chicago, 
1928. 249 pages. 


The title might have well been “What’s 
on the Mind of Management?” Two hun- 
dred and fifty pages of material with 
eighteen statistical comparative tables, 
twenty-four graphic charts and several un- 
usual cartoons. 

These features with the text logically 
arranged under the chapter headings Pro- 
duction, Distribution, Research, Forecast- 
ing, Budgeting, Organization, Personnel 
and Social Control of Industry. A com- 
plete reference index is added. 

“Character, knowledge, skill and power” 
are stated as “the essentials of successful 
individual industry.” 

“Research, education and better manage- 
ment have made possible co-operation be- 
tween capital and labor which seems 
Utopian to British Employers and 
Workers.” 

Numerous quotations from the experience 
of well-known industrial leaders are used 
to illustrate the “American Way” of secur- 
ing increased production, reduced costs, 
high wages. 

The definite suggestion is made that a 
revolution in methods of distribution is 
impending, if not already here. 

The necessity for continued research 
work in all industries is stressed with the 
suggestion of use of governmental research 
activities for smaller concerns. 

Forecasting and Budgeting are ably pre- 
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sented, with some very definite and helpful 
ideas outlined. 

Organization and Personnel are pointed 
out as important features. 

The fair return on Capital and the social 
control of industry are concluding features. 

Altogether a notable contribution to busi- 
ness literature reflecting the practical minds 
of the authors. 

F. L. Sweetser, General Manager, 
Dutchess Manufacturing Co. 


Advertising Research. By Percival 
White. Appleton, New York, 1927. 
583 pages. $6.00. 

The title of this work is not fair to the 
book: It is a volume on. Research for 
Advertising rather than “Advertising Re- 
search.” 

That is one reason why the book is, in 
my opinion, admirably adapted to the pur- 
pose for which it was compiled, namely, a 
text for students in advertising and for men 
in college courses. “Advertising Research” 
is a book that I would most certainly adopt 


if I had a class of such students, or even 


a class of experienced and mature men. 

The fact that the work has been directed 
by a marketing man rather than by an ad- 
vertising man is very much of a criterion 
of its worth. Mr. Percival White has a 
distinctly objective outlook—that should go 
without saying in referring to a Marketing 
Counselor—and his principal help in the 
compilation has been that very useful man, 
Mr. Walter S. Hayward, who was respon- 
sible a short time ago for another excellent 
text and reference work, “Sales Adminis- 
tration.” 

The book is well arranged and its order 
of matters for consideration is correct,—the 
outline of the procedure involved in Re- 
search, then study of the product, followed 
by market and consumer analysis, then the 
media, the campaign, the production of the 
advertisement. 


The “Introduction” is unusually lengthy 


as introductions go; but it is well and 
adequately and fittingly conceived. In fact, 
it serves far less as an orthodox introduc. 
tion than as a synthesis of the contents of 
the book. There could scarcely have been 
better treatment for such a vade mecum 
kind of a book as this is. 


I do think some, at least, of the defini. 
tions could be improved. Perhaps one 
might suggest the following changes: “Ad. 
vertising Research is the application of the 
scientific method of advertising” might read 
more accurately, “Advertising Research is 
the application of the scientific method in 
preparation for and of advertising.” That 
may sound hypercritical, but I have too 
high an estimate of the book to pass the 
apparent inaccurate wording, “to advertis- 
ing.” There should not be any advertising 
at all in any proposition until Research has 
been accomplished, so the application of 
Research cannot be to advertising. The 
phrase is a common enough error, indicative 
of the—fallacious—institutional position 


that has been accorded the marketing 


process known as advertising. 


Might I also recommend that the defini- 
tion of psychology as “The science of men- 
tal behavior” be changed to “Psychology is 
the science of the soul and its operations” 
or, if you like, “the science of the volun- 
tary, mental and sentimental powers in 
the human being.” And that is by no 
means pedantic, because the mentality in 
human behavior is only one factor—just the 
process of the will; and it is the will to 
buy the thing advertised that all of us 
wish to arouse into action. 

Nevertheless and notwithstanding, “Ad- 
vertising Research” is a book that should 
find a place on the business man’s shelves, 
and be frequently taken therefrom for 
reference and study and stimulation. Among 
advertising men it may help to lessen that 
exceeding love of averages that afflicts 
most advertising men. 

Joun Sutiivan, Manager, 
Analysis Division, 
General Sales Department, 
General Motors Export Company. 





